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. Causes for interest, chek eee in understanding, cost 
figures, future problems, and reccmmenda*+ions conferning the cost of 
health profession's education are explored “in this excerpt from a. 
presentation on cost issues +e the Southern Pegional Fducation Board. 
Among causes cited for interes+ in the cost of. educating health 
professionals are concern for the cost of health care in generai and 
the size of the bidget (an estimated $7.8 billicn in 1976-1977). “hg 
Difticuity in understanding the cests of. health professions education 
lies, in part, -in the complexity of teaching, research, and Services 
covered, Cost figures show that in, general the greater the research 
focus of a aie the higher its cost, that’ faculty and related _ 
support personn accoun*+ for a+ least 70° percent’ cf the total cost 
Figure, and that the lower student/faculty ratio and higher salaries 
are largely responsible for *he qreater faculty cost. Five reasons to 
expect even higher:costs’in +he future, Has a decline in federal 
research and manpower ‘training funds, are.considered. Three — . 
recommendations, including removing the mystique fr¢em. medical 
education, are “offered. Excerpts from the remarks of eight other 
Speakers are-also included. (PHR) | * 
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The Southarn Regional ‘Education Board devoted 


most of its “2979 annual meeting to-consideration of , 


4 
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cost and { manpower issues in 
‘health professions education, 

— This, ditt 
dight featured a frajor'excerp 
a presentatign on Cost issues made 
by health al snes John’ Craig, 
vic G president of the John Hartford 
Foundation and former director of 
the Health Policy Research Group 


at the Georgetown U 'niversity Schogl of Medicfhe. In 


~ the growth‘of health expenditures. s 


addition, highlights from the rematks of eight pther 
speakers are also included.” . 
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In contrast to the situation ten. or even five. years 
ARO, Soost! isa word. figuring prominently in today's 
federal government and the health industry are en- 
gaged ina Continuing debate on how best to contain 


eo 
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At the state lovel, Medicaid agencées Continue in, 


. their struggle to meet the health care needs of the poor 


without simultaneousty bankrupting state treasuries. 


“Most states now are placing Curbs on the construction 
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of health care facilities and the purchase of new 
eqdipment. A number of states are attempting to re. 


duce the growth ir hospital, outlays‘through the ac- «, 
_fivitios ¢ of hospifal: rate- petting: and cost- t-control com. _ 


tissions. 


Locally, commungtias are attemptiag to *eMminate . 


ex¢ess hospital beds and duplicative services; 
_emplovers are tryiag to teduce the cost of employee | 
. health benefits: and insurers are experimenting with 
‘more cost-effective health insurance.plahs ang reim-_ 
hutsemgnt methods. » ‘ 
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ediscusstons of health séc tor activities, Nationally. the - 


In this relatively new . it steantals aoa” atmo- 


valso recgiving more ‘attentian than it has ateany ne . 


NEWS OF ” 
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EDUCATION 
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| The Costs of Health Professions Education | 


since the Instfute of Medicine sls its landmark: 


study of the subject in 1974. What are he monivenons 
for this renewed interest? 

First. cont 
the, 6En. abo. 
cost of health'care in this country. The health Sector is. 
commanding a steadily ex anding shate of the na- 
tional inegme. with natio bal’ health expenditures 
growing from 5 percent of Gress National Product ini 
1960 to 7 percent ik 1970 ard to 9 percent in 1977. 
’ A similar.trend is apparent in the federal budget.” 


_ where health outlays as a percent of the total have . 


risen from 3.5 percent in 1960 to 9 percent in 1970 and 
12 percent if 1977. Even with the large increases jn 


federal and private contribytfons to health care, state 


and local governments have experienced, na fiscal 
relief in their health cap obligations. For example. 
between 1970 and’ 1976, total state and local health 
care outlays rose by an average 13 percent each year. 
The many questions that are being raised regarding 


- the costs of health’ professional schaol activities are a 


subset of the larger set gf question's being asked about 


the appropriategess of the costs &f operating. the 
-health care industry as a whole. Because the links 


between the health professional schools and the fn- 
dustry are.so direct, the costs of operating these 
schools are often’ singled out in g8neral Gost. 
containment discussion. 

The second cause for heightened inthrest in health 
__ professional school costs is their sheer magnitade* 


“and their share of the overall higher edycation 
budget. In 1976-77, the various health professional 7 


schools —~ medical. dental: veterfnary, pharmacy. al- , 


lide health, etc, together spént an estimeted $7, ae 


billion. This total includes about $1 billion for train- 
. ing residents and interns. All told it amounts ta about 
_17 percent of the totaihigher education budget. . ” 

“In the Southern states, we éstimuate hgalth profes.’ 


sional schaol: expenditures to have reached al most $2 
- biHion in'1976-77, or 25 percent of the national bea 
z : , i. 
‘ . “ 
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about health professions cducati Pha “ke 
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. o a - Table | . 3? / 
eo : : - insiiotonal Operational Support tor Health Manpower Education 
SO ee -’ from State nevenugs: 1973, 1974, 1975, 1979 (provisional) in 000's 
, State Funds for yleaith Education 
aaa ot ; 
. Operational Appropriations for 
dete ee tern ATS TH 07H T1978 7H 18. 
_ United States ' * $662,280 $818,246 $011,467 NAL jo 
SREB States . 304,211 $84,102 — ss 971,910 7 a 19 
Alabama " 16,768 26,301 29,756 63,0008 a 7 
Arkanges 10,380 13,062 - NA. 22,795? fe ' 16 
+ Florida 43,340 $4083 § NA 84,009 Ae 16 
Georgia 14,213 17,228 16,063 re. a 8 
Kentucky /2,056 + 21,410 * 721,288 31,400 * ~ 4 12 \ ; 
Louisiana 16,455 = 20,788 25,865 8 ssome | 13 19 
Maryland 24,214. 77,253 36,896 50,090 * <17 17 / 
" Mississippi 44,284 14317 19,843 ara? | 43 13 
North Carolina 31,851 40,579 42,131 - ¢ 14 1$ 
$2 South Carolina — 14,817 18,338 18,081 56,000 * 1 21 
2 _-Jencessas.. ook ae pe 73 12983 F561 Tastee OT Wwe 
- Texas" + 60,037" 91,648, 94,053. 350,000 § 17 28 
Virginia 19,488 22,058 26,376 62,7697 4" 18 
| West Virginia CS 1 Le a: 
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§,643 
Source: 1973, 1974 and 1975 cata. Us fe earner: State Programs Supporting Heath Mancowsr 


Training: An inventory, Volume 1, M.M. 


Cnambers, he Grapevine, 1979 health education data from state higher education agencies, SREB sistes, except where extrapolated from 1973 - 1975 


Student and. SxCopt Specal resRency programs, is exctuded i ii aaa aaa a a 


budget.- < 

432 states. 

' ji Gamagian opeciic Gubleyielaead via dcinwany a 
3 Some siked health programe not inctuded 
*instructonal costs only” “ 
_ SHeakth science centers ghty | 


® 


* Proyected. aaaumrung contnuahon of 1973 7S ee! of hea ecaon siege a8 a pent of Hil ngher ection por 


7 Cottages not inctuded . 
6 neakh not wictuded 


etc ey nt rc ont Meta We rg St as 


Not ‘aii at these hander were spe at on edu, ation: lie 
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for, further frowth. 


stantial portions went to researc woud service pro- * operating medical and 59 fully operating dental 


oogehins operated Dyes hools. But these totals te us: 


something gbout Che relative size of the he alth profes: 
stons education programs, 
Phe growth of these budgets has are Omit particu” 


lar source of concern to the states > Ww ho own most of 


othe schools and SANE “about one: quarter of their 
total costs. In Laz! 


the SREB states expended $442 


“nnlbon on health ct ssional training: tu 1474, the = 
“expenditures willbe $1 billion tsee Table tp. The bula 
_ SON bis dollar, SB 'pergent, gues to medical training. but 


the states have also established substaftial cdminit-, 
me nts tocallied health, dental, add nursing tri nya’ 
(see Figure 1] TM most SREB states, he ‘alth manpower 


appropriations account for around “§S percent’ cof the ‘ 
total state higher education appropriation. 


Expenditure levels of this iInagnitude are bound to 


attract attention. but ever anore attention is being 
accorded therm because of their recognized potential +; 


schools, Vhyat is 26 and 12 more, respec tively, than it 


had in 1atg5, An additional dental and nine medical 
‘schools aye iu various stages of deve logment. Fivewat 


the deve oping schools are in the SREB region. Yet, 
the established schools plan modest expansion in 
their enrollments through the mid-Kighties. 


‘Add/to this the facts (Hit per-student educational 


costs #n the health professional schools tend to pise 
more/rapidly than do other sbigher education costs 


and hat the rest.of the higher education establish- 


ment is gearing down to lower enrollment growth 
ratys. It is clear that health prote ssignal sc hon costs. 
lef untended, are likely ta. assume an even greater 


role | in the total hjghereducation budgetthan they do 
iow, Absolute dollars aside. concern about the possi-+ 


~ ble imbalance in the higher education structure is 
garally provoked by thixgrowth potential, 


Third, renewed concern dbout costs is the product. 
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The. aici today has 114 fully - 


- 


i~ 


* data for medical schuuls (see F iRURE at, 


. 


af ongoing major shifts in the burden af financing 
health professtonal education. Expected|y, 
the concern is being expressed by the partie sto whom 
the burden ix being shitted {the students and the 
states} aot by the party trom whom it is be: ‘ing shifted 
{thre fercter ral woveTuIEnt) a 

The topic obeducation costs is nota very Not one in 


Washingtan. ois, however an tnereasingly topical 
Ane with state legislatures. boards of tqustees, and 


student organizations. In sua, educational costs be- 
come adn issue primafily at points when thas titancing 
burden is berg shitted trom one party to another, 
And then, itis a subject at, great inberest tainly to 
those who are beta assigned the burden, - 


Inost of 


Major features of the shitting pattern of finances ot . 


health prole ‘ssions Gan be identftied. by Considering 
The federal 


contribution to theunde ngraduate mé@dical education 


ota SO percegt tu 147b-7 7 


_ differ markedly in theie patterns of finance. (hey are, 


~ health programs. 


(One de tail, iS that, 


Hudget has Been falling. 
The portion borne by the 


Statessaad students (vid tuition) has been rising — 20 
at PAL cut, gach dt. anf, 


Ms perry 11) debhandeld 7 eee + eran. 


These shates wou lave cisen even faster had not 


the medical se hools heen able to bap revenues ROTEL 


ated by there toactimg hospitals aad theit. faculty 


physicians engaged inthe practice of medicine. The 
substantial growth + bpercentin 1965-66, 45 percent. 
inate 2 


do these service ryvenues (fromteaching 
hos pritiats and profession tats) has been the safety 


* 
valve cas thi: federal goverument has gradually re- 


dug edits roles a major tinancer of medical educa 


frown 34 percent in 1965-606 


tion THat sate ty valveds now threatened as hospitals 
attempt Ca aut. sts end retain revenues in the face: of 


“Cast contabome nt ACTIVITES. , 5 
There are other important details regarding the 


Shifting bucden of health protessioual school casts. 
justuas the fede ral share has de. 
clined, 20 has itshitted away fran foqus on institu: 
tions and Programmatic: support toward student 


-. 


osupport tacwhich service obligations are attached, - 


Thus, the csing @ution share only partly reflects ¢he. 


rising cost burden on students. Another intportant 


detail is that while the public amd private schools’ 


intact, becoming more similatas the private schools 


have ine reasingly had forturn to slates far support in. 


recent Vears. 5 

_ Another factor is the burden.of the costof graduate 
medial education. and many. y sing and allied 
“‘Traditionallygthe costs of thease 
progruns bave been paid primafily by teaching. has- 
pitals fram public and private service revenues, i.e. 
funds from Medicaid, Medicare. and private ipsurers.. 


Land seeomdarily by the states and:or-studentss Thfs , 


pattern of finance, ee is ¢. Pra ging i i a ia da to two 


forces a, 
On the one hand. inc creasingly, large murmbers of 
graduates are entering famiily practice and other 
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. ing. 


. pauat: 1 
How the State Health Professional Training 
Dollar is Spent in the SREB States « 


~ Medical Schoo! 
38°. ; 


Allied Health 
and Other 
y 1 6% 


yo Fi _ Graduate | ; 
‘ Nursing. / -. Medical Traitung 
10°s He 20°. 
/. 18) fe aceniunids 4 
— . WE Zz. . 
Total SREB State Training Furde: 
$442 MiMion In TE and $1 Baton in 1879 


. 


1 


primary care, residengies whic hi are muc vii more aff 
pendent an state revenues‘ than the traditiogal (for 


example, internal medicine) residency programs. On 


the other hand, under the pressure of the general 


cost-containment drive, community hospitals ane the 


public and private insurers are attempting to reduce 
their finaiicial commitments to the support of resi- 
dency. nursing, and allied ‘health training. To the 


extent that these efforts succeed, greater burdens will 


“have to be assumed either by states or by students or 
“by both. 6° 


The Southern states are dieady committed tasup- | 
“porting an average of 161 family practice residencies . 
— each, and the numberis growing. Stafes with particu- 


larly large family practice commitments are Florida. 
Georgis. North Carolina, South Carolina. Texas. and 
‘Virginda. States with particularly large allied health 
commitmentssare Arkansas, North Carolina, Tennes- 
see, and West Virginia. For each of the latter states. 
more'than 24 percent of the state health manpower 
appropriation goessly allied: health. programs, 
Jn sum, the consequance of major changes in the 
finance of health professional education is that tui- 
ions are rising repidly, inc reasing numbers of stu- 
dents are graduating with service obligati ns, and 
state health professional appropriations are escalat- 


states (in which the Southern regidn fully shares) is 
provoking concern about the legitimacy af the costs 
“these parties are-being asked to bear. 


This shift.in the cost burden to students and: 
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Figure 2 
t Source of Medical Schoo! Revenues, 1965-77 
: (Percent of ital) 


‘ 


1970-71 


J , Bea emery can 


A dian 4 na jor motivating factor be thind ilies ew, 


‘interest loans become 
thle ‘concern. is being 


andas free: sc cholurships and lo 
increasingly scarce, “cConstde 


expressed that the health professional schools once: . 
“again will become pone largely by atadants from 


wealthy backgrounds. 


One ofthe by-products of the expansion and heavy 


subsidization vot dhe health: professional sc bools 


which ocurre uli inthe late Sixties and varly Seventies 
owas that the doors of these: schools were oponed to 

lower income and mtinority stude ats, to an extent) 
@ percentof ” 


Thus; by 197 
medic: al students. ware minority ee and 160 per- 


cent: Were frou: lowe income families: ‘ 


Speyer before achieved, 


7 percent of 


s 
. 


endency, though, is for-program costs to escalate 
er'time. Some of these states and schools are now 
Asking pene trating questions about costs im the hopes 
it avoiding going down the high-cost path in w hich 
other: states and schools have been trdpped. 

A final reason for the renewed interest in Cost is 
simply the fact that we know so little about the factors 


Which contriblite to higher costs or the relationship 
between education produgts and educational costs. 
This lack of understanding regarding health profes-_ 


sional school costs ts leaving many state officials and 
boards of trustees frustrated in their attempts to bal- 
ance. budgets equitably in the new cast -contai ument, 


fiscal restraint environment. Which activities and as- 


~ sociated Costs are legitimate, and which are surplus? 


The current focus on costs, then, réfle tcts frustration 


that we have so few tools for assessing the legitimacy , 
of burdens being'placed on states and students, and 


the hope that by asking penetrating and relevant 
questions, we can ey elop the re oe management 


ae wots Z . oe a Cote ye 


Fundamentals for Understanding the Cost Problem 


attention’ to costs: derives direc tly from the shift: a 


; burden to the stude mnt (see Figure 3). As tuitions. rise. 


_ Before turning to look at some specifict: Ost data and 
anticipated trends in costs, there are four important 
underlying issues which need to be explored briefly. 


First, let me expand on why we seem to know so 


lt e about the costs af health pratessions education. 
nn factors are the key to the existing state of near. 


ighorance. On-the one hand, heajth professional 


Se hools are unique in iy extent to which they com- 


dental students were minority students. Sume see | 


efforts to hold dowa Gusts as one major feature of a 
strategy for preserving the gains made ina broader 
sucial representation in the health professions. 


»Afitth factor contributing to the renewed interest in: 


Pealth professions educational costs is that substan- 


tial differences in costs are observable,amongy differ-- 
veterinary - 


ent types of schools -- medical, dental, 
medicine, — and the differentials ainong tndi- 
vidual sc: hovighs of any type are hardly less great, Thus, 
in F973, theafinual educatfonal costs, per student, of 
medical schopls ranged from $7,000 to $19,000. 

A number of states’have inaugurated only recently 
healths professional education programs; many of 
these were modeled after lower cost programs. The 
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ain the variety of ‘differer 


bine teaching, research| and service activities. They 
aresalso unique, at fem protessional schools, 


sreds they after Students, ae 2 


“4 


t types of Programs and de- 


a 


28 
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The umbrella of the academic health center is a 
broad one, and its revenue sources aud products are d 
substantial multiple of those of the other professional 
of Braduate schouls. The feculty member who is in- 
volved solely in teachiog is rare. few other protes- 
sional oor graduate schools yse. part time of partly- 
Compensated faculty fo the exteat common in the 


omedicaland dyntal schools. Phe cousequentes of this 


a 


. . =. é ig 
diversity iacactivtiies and revenue sources are sub-- 


stantial conceptual problems an netting out real edu- 


cational costs, ae 
Health professions educational Costs cannot be un- 


erstood apart trom the cost issue in the health sector 
Jasa whole. The $00 teaching hospitals account for 29. 


percent ofall hyspital expenditures. Over 50 percent 


ofall physiciaus are tugayed iesome surt of teaching 


an usdag health: care, services, and providers: profit. 
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or other nerd’ dl school agtivitv. Paculty salaries in 


the medical schoals are geared to conipensation rates | 


far practicing physicians, 0° re 


Justas the health sector bas operated on the basis of 


retrospect0ye remnbursement tor services delivered, 
So have its protessonal schools. Besides major ad: 


sainoes i quality and access to health care, the well- 
Known bv-eproduet of tae public and private health — 
insurdace sy St has been tscalating service costs: 


comsdiierg have dew dncentives' to be eost-canscious 


. 


‘ . 
74 
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. “Basically, my message is that sometimes when 
things change, they actually get better. 


“This is the case in the American scoracard on the © 


‘were a decade ago. : 


“Let me make it clear that the cost probldin remains — / 


ways to bring them into the 


‘  -—-OAVIO E. ROGERS, M.0,, President, The Robert Weed Johnson Foundaton - . 


. tre 
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. | j . 
little from worrying about the cost of the produts 


they deliver. As-a result, the health sector has con- _ 


—suined an increasingly large share of Gross National 


Product, and has developed a life-style which in 
cmany ways is luxusious even by national standards. 

Hospitals have replaced churches and civic centers 
as the most richly appointed community facilities. 


The industry has sven little need to develop informa- 


tion on costs and quality because there have been so 
tew pressures, internal or external, for it to do so. 
Thus, only naw are we beginning to develop 


crudimentary information on why one hospital costs 


$180 per day and a sister institutign casts $250 per 
day, and onthe extent to which mortality in the inten- 
sive care Unit of one hospital differs from that-in 


another. And, this sort of information is being assimi- 


lated and put to use only inithose few states — Mary- 


dancbeing the foremost example — Which are getting ; 


‘serious about vost-containment. ° — 
“This situation carries over to the health proftes- 
sional schools. These schools, like’the health sector, 
have enjoyed access to public (urquasispublig TD thy 
“case of thé private insurdnce dollar) treasuries well 
beyond thahachieved, by any ofher group of schools. 
Thdir life-styles unircor those of the health sector asa 
whole. They have grown ‘aver to growth rates, 


~ Well above the. gatianal averagg, to compensation, 


Neds 


. 


‘which has taken place since the 
continued to bedeve that the 


many ration will 
remain short of physicians 


basic one-on-one 


heretofore, =‘ 
“Hore thg soauttaropated June 14, 1979, esue 


~ produces: little 


he seadthy professivnal schoolcosts involves the 


6 
levels approximating those of their practye ing coun. 
terparts, and to rernburseme ent for Costs with few 
questions dsked. , “5% a 

Aavone who would attempt to sivdapsteaci or do 
something about the cost af health protessional edu- 


Cation dusttirstcoue to grips With the easy irouient: 


in Which these schools tune tions itis expatisionist; id 
places a dow prema on Lost-constiousness, and it 
Informatiqn “useful in judging the 
legitimacy of reported casts. Many problems as- 
sociated with Gontrotling professional schogl costs ta 
date derrve troorthe fact that the corre sponding cost- 


cueeal eflotts dinpactiag the sector as a w whale have 
been comparatively mild 


A third tactor nportant to all understanding | at 
‘ehich: 


asand egg” relationship between costs and revenues. 


As in eve rv other education area, wealthier se haols 


tend to have higher, costs than dess wealthy ones. 
Some Matginyil iWiprovementin product can always 


be aade by ati additional expenditure gf dollars, The 


| “she nih proge@tonad Schools have Seen'tn a difique’: 
. ‘position for spending additional available dollars be- 


Gduse Ot the patential for the use of costly new 


dechudogies int ther, Fesqarch, abe satel even 
Aeachingedctivities, ° : . , 
Add this potential tothe relatively advantawe d po “3 
~sitton of the health yprotessional schoobs in tapping 


ah deal and alate treasuries and their east fuibty: ta 


tap public and private health insurance funds, and it 


is clear that part of the high @ost of health professions: 
. education must be due to the fact that these profes- 


sions have been richly supplied inresources. It is also 


likely that sume of the substantial cgst differentials ' 
atpony different types of schools’ medical and vet-. 


wary, for example ;— must be due to thé relative 
ability ofthe different schouls to tap the gene ral How 
cof funds-into the health sector. . 

Two important ramifications arise fram the “chick- 


en 4nd egg relationship bet wean costs and revenues. 


On the one hand. current costs reflect the past avail- 


_ ability afrevenues. Troubles arise: —as they are arising 


~ now — when funding responsibilities shift from one 


‘party to another, and the new responsible party is less: 


willing or unable to maintain the flow of resources 


preceding. regime. 
* On the othe hand. the issues a costs and quality 
are so coupplitated by the iaterrclationship betwee 
S costs“and revenugs that it is-difficult to judge the 
gitimacy of th cries of Hanit durtMistr&s whitch 
dise when a new funding piper begins to, play a 
different tune. © “ 
The fourth general issue 

addressed before we move, on toma 


more spectfic dis- 


hieh eas to hae 


and life- styles which had bec ome cammon under the 


ae 


cussion of-costs:is whether the cost of health profes-. 
sious education is really something which merits a° 
~ great deal of attention, It isobviously. from allthat has 


— uring the rant woverl years, meal echocte wil be forced ts eg sddttone Gguroae of roverwe... 


Gr they will have te cut hack ip a v 


RUTH 6, HANFT. Reg anes epee Seaeen 
Oepetiment of Heath, Education, and Wellare . \ 


“The Jeneral Consensus at the federal level, based on 


all but a pure needs model, is that the gross supply of: 


physicians is adequate, and thai further expansion is not 
‘only unnecessary but the consequences of expanded 
supply are very serous in terms of escalating health 
care expenditures and costs. Economiste-estimate that 
every additional 


‘physician produces’ demand for sée-. 
vices in the range of $260, 000 to $350,000 per 
year . : 


ofwuys.” . 
Stasetice, and Technology, 7 


“The schools are now faced with cut of captaton, 


ii 
2 
al 
i 
i” 


Teter oven ‘however, wil necessary have to 

| ri , ) 

g reduied- role Wr he covetopreart — of 
healt: anpower policy. a> 
teins (6 ams tate and scat actors we ices 
on | education.” ” \ 


“ 
. 

been said to this point a thorny issue. But as it an 

uportant one? 


those who are being asked to pay the bill? To would 


argue that itis an important issue, and in doing so lo 


willugein draw a parallel betseen the health protes- 
sida school cost problem and the general nealth 
care Cot proble ih . . 28 : 

Atew experts have argued that all the hoopla over 
risthy national health Pxpenditures is really much 
ado about mothiag., that weneed worry no more about 
What percent of Gross National Product is devoted to 
health care than we worry about the percentage de. 


vated Cac say, Che consutaption uf alcoholic be Werd Res 


“8 


ot theater tickets, AT fs 
4Vhis sort ofargument enbiees Several fundamentals 


about the way health care ts financed and produced in’ 


Wis country, Forty percent at itis financed directly 


a 
out of tax revenees, all pas heavily subsidized by | 


tax allowances. aad the teitth care insurance indus- 


try is. essentially oa quasi-public operation. Severe 


Hantatioas on POce Competition aay gdver using dtgl 


substanfi. te protesstonak control of the number ét 


health care providers and ther’ organization, place 


the health ware Ind Ustyy squate ly inthe public Seq tor. 
Poradbot these i toa we can no more leave t 
determination ofthe total health care bill to the Lie 


| tev alone that we leave the dete rnination atthe total. 


defense ball ter thy: anilitary and defonse contractors 
cafene, ar tor that matter, the 
tatab ducation, bill ta the educators, alone: » 
Some experts have argued that the Cost of health 
professions education is noteag important issue, 


Mies arguments ignore the central place of the 


health professional schools in the health care. system 
wand: that. by tradition, polis and economics are 
Closely iitectwine sd in these schools. These schools 


Haves (participated: mn the same heavily subsidized, 


open-ended toancing, arrangeme nits as have the hos-— 


pit. is ate physicians, In Consequence. “the cast of 
gheje products is au importdat public Concern. 


“le ee Se Seas dat : : oe 


The Legitimacy of Current Education Cost Levels 


We have already considered total budgets of the | 


health professional schools. These budgets cover the 
operating costs of research and service delivery ac- 
fvities as well’as teachsng activitfes, 
purely educational costs ob these schools? In 1974 


the fretitute of Medicine grappled with this question 
and developed. a setoftigures detailing the annual per 


student educational cost for differe mit types of health 
professinodl schoals. 
The figures. updated fore mflation and matched 


“with comparable data for other professional schouwts, . 


— provide a convenient kickoff for a specific look at 
‘current costs and cost trends. For 1979, the average 
costfora veRe in medicat school is $19,170: for dental 


school, $14,240: for vetivinary medicat education, 
. f ‘ 


a : 
Oras # inportant toragyvone besides 


dete rinination. of the - 


What are the | 


ui 
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sion has been composed of 
good people, firm peapie 
(which Is absolutely necessary), and the result has 
been in the last few years that the commission has 


its biggest stick is something calied a ‘ietter of comfort.’ 
# a hospital wants to expand by issuing bonds, then the 
hospital cost review Commission can give the Hospital # 
“ approving rates for the hospital that 

Off the bond. It a hospital doesn't 
get that letter, ese ene 


- 
A 


$10,970; for baccalaureate traingng in nursing. 

$4,660; for law, $4.250; and for e hors $6,400. 

And medical schools, for example, vary frongabout 

$40,000 to $28,000. \ 
Some of this variation is systematic, 


a 

Major differ- 
ences are associated with public or private owner 
ship: private medical schools tend to be more mith 
than public ones. The reverse holds for dental 
schools, More important is the diversity of a school’s 
program, partic ularly its focus on research activities, 

In general, the greater the research focus of a 
school, the highe rits educational costs, This se ems to 
account fof much of the difference in costs between 
medical ung, say, veterinary or law schools. Among: 
medteal schools, the extent of research is likewise an 
important factor explaining cost differentials. 
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Policy Options Avaitabte to States in Meeting Health Manpower Needs 


“Universities, like most peaple and most orgenizetione, make more meaningtul, effective and lasting chenges 
when they see it in their own interest to do so." 
-- GORDON H DE FRIESE. Director, Heath Services Research Center, Uinwerety of North Carokna at Chapel Hal 


“Not anly 1s the context tor palcy formulation regard- 
ing Health manpower highly politicized, but much of 
what takes place under the rubric of heath manpower 
policy is basically a set of considerations of the role of 
the ufliversity and other higher educational institubons 
in the production of additional manpower. 


“This is an extremety narrow perspective on the larger - 


. problem of providing adequate numbers of health prac- 
“whoners fo meet the publis Need. A focus that is exclu- 

- Sively on the production or training of naw personne! will 
usually igfore altogether what is known about the de- 
_terminants of health manpower distnbution and the way 


in which the distribution of manpower can affect the - 


general need for additional health practitioners. The 

more important weakness of the policy focus on man- 

power production i the neglect of prevailing pattams of 

~ professional practice, the organization of health care 

‘services, and the mechanisms for financing health care 

~ + SQIVICES as-impertant inianers on health manpower 
needs . 

“What is called for 1s a Pelabetine that gives em- 
phasis to the health services delivery system, not the 
individual provider Such a ‘system’ perspectkve would 
make it more likely that policy with respect to health 
manpower development wauld recognize the important 


influence on health manpower needs and de ds of 
certain organwational and institutional structures wathin 
rae this complex iftdustry that delivers health care ; 
ma “Lam referring here ta the way in which hospitals, 


_ Nursing homes, public health departments. comprehen- 
Sive PnMaly care programs, and other organized ap- 
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Terris ryt thee Gy saitte prpatessdatiad s¢ higals: 
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to teriuis with thie: 


“Ssh iat Stags peters wud counts usalion leve se 


prote Sst Wstchicids toes nt. bie 
pecrinn wily ta bb pisiaiag a ‘st oto say bathe datas tants 
HAT ee end tie Hoosuinption Mese tists are ristiny tou. 
tart thay hte a vontpanaliee Hy wine addstioas, ty ine, 
Hitnl ND Jad 


ul Asith: 


thee, own ot these schools fi favedts 


Spars ran ae 


stay: dou: ettnvnns op fae alty yoinpensatmondeveds 3) hea - 
, it fits 


speod their time, and a) the cevente 
aeneratoag potentiffot different tacuity meabers 
door engage’ 


Gta medtad cdmeation oan be explared by these 


se hionds’ lass ep student A woulty guttos (be a Compared ° 
1 jap Fae si. hook facglty Compe sation Jurvatts. 


tor, 
Seb annually tore lineal dacultyy) which ap: 


faculty, 
afidl tefated Supspet presodmed costs aceadat for at 
nant pepeet abihe Aorbel Cost digure ‘atid atte i the. 
lst wt tel Us. us thal 


6 UT isttin those whl Cuuld st aul iho, ner hie: 
. whe 


“wilting To Deke on sermtusty for key “questions re 


JoWekuow that mic hot the higher etal 


proaches to health Care tend to create their own demand 
tor certain categories of health personne! respective of 
the need for health services in the general population. 
“To some exteht, state jegisiatures have dealt with 
this phendmenon in recent years through the passage 
of state ‘cevtificate-of-need jaws that have been used to 
retard the rate of unnecessary and cost-ineffective 
Capitakzation and technology development in the health 
field. It has rarely been (but should have been) a major 


_ component of the argument in favor of certificate-of- 


need lagisiation that such laws act to prévent the un- 
necessary expansion of the health manpower sector 
through the staffing of unneeded health facilities . 
“Universities, like most people and most organiza- 
trons, make more meaningful, effective and lasting 
changes when they see it in their interest to do so. 
As t look atthe Bik ae acquired in my own state and 
elsewhere in the establishment of new ramd de- 
signed to deal with health manpower ls ahd - 
lams m recent years, | am impressed by degree of 
success that comes-trom clearly stating the problem to 
be addressed. from involving unrversities and prac- 
tittoners in the: professions, early and throughoyt the 
poligy formulation process~and from the arrangement 


_for fréquent — and more informal — feedback to per- 


sons on key legisiative committees who are responsible 


_ for policy in thase pr6blem areas. In my own view, there 


Send 


prote eal a 


is Ifthe to be gained, and much to be possibly lost, from 
an effort at this stage to formally identify organizational 
units charged with the responsibility for program 
monitonng and control.” 
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S popach those of practicing puvsichans ($63.7 22). and 
sybist Had Support of persous whose research or sere 


VIO de livitie sare not ulways covered by matching 


vevenues. The law schools are GoMp. tratively. cheap 
“pre W§sely because 


of their Higher student faculty. 


 fatios, their continued tradition of faculty Compe NSa- 


trom well be low that a Minparable practictig lawvers © 


“S52 .000 tor fae: ulty. $47.00 for practicing. lawyers), 


protesstois atti atiotal casts Hist: be a 


and vontinued fucus at faculty on Aeaching as op 
pascal fo Compensated gar Horpensaly doresearch! 


and Ceaedaag activ tie is 


Phoblems Ahead ake age, « he ed 


Fre health professional sv hodk: t! sla ation: 1" ee too 
high? Is at possible to hald the tine on budgets with. 
out requirtag inajor sacrifices in quatity’? Again. we 
have litte hi wdounformation to answer these ques- 
lions. but most management experts would tell us 
that very dikely costs aresin facet, well above what 
thay aed te toe 22, Es 
There are five good reasons to argue that at health 


prytessional school costs are already out of fine. they 


Mayo well be@oma: more sain ghe face of existing 
TSAR deve ‘lopm 7 , 
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we whitest. there is the faiture: ¢ reeiol federal research. 


asd inanpawer trarnog funds. We have every reason 
to expect continued declines in tederal manpower 
traiming outlays, aod tederal expenditures for re- 


Me argh will probably do no more "than hee yup with 


if that as 
beer ile 
slates on saiew hat different assuiiplions regarding 


inflation 
Commitments have by schools ana 
the federal contribution to: the health professional 


schogls. Phe se hools and the states wild be under 


considerable pressdre to houor these commitinents 


theitsehes, With reduction in sponsored program 
reve Lue, there will be conside table pressures to 


“shut Costs cure nue be thw borne on the research and 


ooserviee budgets back on. te the education budget, - 
This can ouls irfea ti, still bigher educational costs.” 


and upward pressures on the. share af these casts 
borne tie stunte its and the states 


The second inmayor trouble spot derives.trom health: 


—oseChor Cost-containme ntactivities, We have seen the 


a 


increasing dependence of health prote ssidial 
osthrools on hospat abana physician practic revenues. 
Cost-containmegitis already a reality sand these ree 


@ 


-ehnues are 


- ; 

zs ; ; 9 

* being affected, depending on the cost- 
containment activities of different states. The effect 
will be a reduced flag of cevenues to the 


with nO certainty of EOP Ces reductions in 
costs 


schools 


Vhe third area of Concerns is a direct offshoot of 
Cost-comtaiinent actividies, namely a tendency to 
shiff graduate. undergraduate clinical, nursing. and 
some allied health training costs off the health ser- 
Vice budget and on to the health education budget. 


We have seen that most of the costs of graduate edu- 


caHon ate now borne by hospitals and are paid for 
‘outoof service revenues. In the face: of attempts to 
retard. the growth rate in these revenues, efforts to 
pass gramming costs back to the schools or the state 
budgets are occurring already, We Cane one we such 
efforts to intensify, 

The'fourth problem derives from thee ‘nlarged flow! 
‘ol graduatiog health professiofials and the resulting . 


possibility of physician gy Lythagbowth protes- 


slonal surphises. by the inid-Kighties. Surpluses are 
already being sighted in a number of areas. 
Whenever an overproduction ina given professional 
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"Assuring that Health Manpower Policy Is Directed to State Health Needs. > 


“Equitable dhetibution fa bask set of heath services cannot be brought about sokely by market faces.” 
(WILLIAM H STEWART, M0., 5 Aaen ees Depernee et 


Medicine add Prtic Heath, 


Louisiens Shate University SciiS0t of Medicine i New Osteans =‘ 


“Incroasing the nulnber of health protessionate ae ths 
ony means fo. resolve distributional problems which 
effect access to health services does not work. For 
exampie, it does little good fo push up the output of 
dental schools to meet the well documented dental 
. Needs of the peopte if the coverage of déntal services by 

- health insurance carriers or governmental programe is 
tavited. Dental services are not high priority expenditure 
Rems by the general public if cash payment is the only 


Means of paying for these services. Yet, need is there ‘ 


and deferred need has a human price . : 
_ “The numberof health personnel graduating from the 
health professional and technical schools of a state 
Obviously bears on meeting state health néeds. How- 


ever, there is NO way a given number can be accepted 


as adequate uniess it can be connected to a clear idea of 

" what level and lunds of heal services are basic to meet 

hp Health needs of all peaple of the state . . 
"The number af graduates from the heafth protes- 


sional agd technical schoois in a state has béen viewed 


Desa ~$8- af end in Keel: To-aseure 


F ee access to heath 


- - 
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services cannot be open-ended. But if there are to be 
any limits, there must be some rationale for the distribu- 
tion and use of the heath services considered to be 4 
basic to meet the health needs of the people, The 
rabonale is required if there is to be.some degree oft: 
equity of access to these health services across the 
State . 

_, Equitable catbiston ofa basic sl ot haat gervioas 


tO 


‘ : . * 


Uinpawer dred occurs, the re is always ad tendency to 


deal wath the surpluses by retaining more profes- 
statals ia the 
the period of tratmrog Todividuals encounter more 
dithiculdfes in establishing themselves ino practice 
and rncreasragly seek aut margigal tinployment or 


extended trary in their parent UNniVersitiés. 


Know. that.this he Home golds Hot WACOM. Same 
prob- 
Again. the ettect is to push 
/ the cost of protessional education above what it 


of Us afteibute part ot the “over-specialization” 
lem to this phenomenon, 


mevds tobe Been ifthe marginally employe rd protes-- 
 stonals manage 4a. liiance their direct costs, they. still’ 
burdens: whose costs the 


generate udninistratas e 
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' The Legislature and Heaith Manpower Policy 


Our plagest probtem ts the ecademic _ 
comwnunity finds [1 very uti to respond to - 
questions in a limited time period... .” 


] é ‘ —DELEGATE MARILYN GOLDWATER, MARYLANO 


t ons “It has been my expenence over the past few years 

that more and more deasions impacting on health man- 

power polloy and the health care delivery system are 

being made in the political arena, often by legisiators 

who have No background in the haalth delivery system - 

and are just beginning to learn what it is all about. They 

ee en 9 pemmrveanends rougatmen ay er" 
constituents, — 

“Legisiators and teisiatures are also rather under- 

Staffed when it comes to research personnel, at least 

most of us are. To correct the situation, | felt that we 


1s biggest problem ie that the Apademic community 


“in Maryland, Suis Hadi Sysiarrs Apondy taa'a wil 
ten agreement with various.groupe within the state that 


professional s@hools and by extending: 


Those ot us who work in facadeniic he alth centers 


. educational budget must bear. Thus, the likely 
surpluses in health professionals are an additional 


-factor pushing educational costs above legitimate — 


levels. 
The fifth troublesume area involves the tendency 
of developing schools and programs, most of which 


were originated with a specific primary care. lower, 


cost focus,.to follow Che standard academy, health 


center model with the full complement of specialty | 


training and auniliary health professional education 
prograins. This. tendency is well recognized and 1. 
will not elabordte on its effec ts Nere. 

It is impossible to calculate the net effect of these, 


— forces on educational costs, tuitions, and state ap- 


propriatiqns. The unknowns at this point are simply - 
; too numerous, 
care headed, howe ver, should be clear from fhe trend 


data. . 8 
. y 
Recommendations 


Mest discassions of peut: jtotea toga alee 
— costs Conclude with agreeme at that the problem isa 
complicated one and with a sense of frustration 


‘among the paying parties concerning their ability to 
ever judge the legitimagy of the costs they are being 
asked to bear. or even to forecast with any accuracy 


What those costs are likely to be. 1 will close with, 
three recommendations which I hope will be at least 


a start toward a remedy of this situation. 


First. think it is time that we remove some of ry 
mystique fron medical education -- that we estab-. 


lish some norms forthe mix of faculty teachyng, re- 
search, and service hours, per health proféssiwnal 
student, which are essential to producing ah accept- 
able educational product. and that we hold the 
schools to agreements to produce sy many graduates 
ata given cost, The trend fn tbe hospital sector is to 
get away: from’ cost-plus reimbursement, foward 
fixed contracts for delivery of Specific volumes of 
segvice, and toward the generation of the types of 
pirate which make the new, cost-effective 
redAmbursement methods feasible. | 

Just as health care consumers are no longer widling 


_to leave unquestioned cogt differentials between , 


hospitals of $100 per day, so can we gg longer leave 


unquestioned interschool annual cost differentials. 


per medical student of $10,800. If the states and stu- 
dents wish to avuid being assignes possibly unfair 
cost burdens, they must exert pressuP& toward the 
same type of accountability tKat is being pstablished 
, in the hospital sector. This accountabjMty requires 
ae development of substantially m 


on costs and revenues than the. 


wfivols have been 
asked to produke before. And. it requires ane firm 
‘limits on the state and student contributioggsifere as 
elaewhere, revenue caps seem to be an esstitial part 

- of the remedy, 
How do we go about producing this information? 


oy, 


The direc tion in which state outlays ~ 


: information 


Again, parallels with whatis gory on inthe hospital 
sector, particularly in the state of Maryland, are apt. 
Phere, inctuding hights rt 

spected onescare undergoing close scrutiny ce yard” 


se ected hosputals, 


ingethei¢ Sdinission rates. diagaustic Case mix, 
lengths at stay. use of X-rays. ete. 
GUtCOMes. Tat, 


eervices Outeot this work, norms are being de- 


veloped tor service aud re? isburse meat le vels, and. 
hospitals are agree iny essentially toserve their lien” 


Jandtheir patients’ 
martality rates tor specific types a 


? ' s 

stonal education toward fixed price contracts for’, 
specific types of products. 

My second recommendation is that states and 
boards of trustees who genuinely want ta do some: 
thing about their health professional school costs 
must be prepared to “bite the bullet’ on program 
cutbacks and enrollment reductions, Hf health sector “s 
Cost-comtainment becomes a val. there is increas. 
ing evidence that the nation's fieed for additional . 
health manpower will likely be below current an- 


@ 
. teles from a pe de te! ‘ringed, tut un oe i- ende ‘dd. tetpated production levels. Federal education dol... 
budget. OF lars are already being withdrawp from educational 
" Fthink thata similay 0 tort Is re quire dinthe health activities as part of the falyout from cost- 
prote ssional schouls, | would recomend that states: * containment. Arg the states andf/students to pickup. 0 * 
» who want. te place some finits on their growthin the ‘tab for equcational commy ine nts which no * 
costs mustentist the support ofa tew selected schools 6 longer ie anvalid?. . or 
who willagree tog detaded analysis at their activities ey tet me recommend that many states have 
and to CM PE PEEL with the: deve lopment of educa. aa ‘bullet to bite.” namely tuition levels. With 
tioqal norms and fine dirine support fram. their tev public school trition le vuleiow ave raging less than 
SPU SOUPEEUS, Quit at this «¢ Ost- justitic ation exercise $2000 and, starting physician iNGOMes “ave raging, - 
with cierge Ife groundwork for movement froarthe © sover $9u.00U. a public school mettical edtyeation — 
existing ¢ ‘ ost! pli me 00 at ee oe for he alth aes ss ust be-one ot the v very best bargains av ailable in any 
a x . © ; : + 
. . : ° A Health Policy Anaiyais. Center at SREB . 
During SREB's 1979 annual meeting, Dr. Haro L. tA small Health sangawe: Policy Analysis Advisory 
McPteetems director of SREB's Commission on Mental Committee of policy persons from the state legisia- a 
Health and'Human Services, outlined a plan for a Health tures, health planning agencies, higher education . 
Manpower Policy Anatysis Center at SREB. heres are agencies, and academic healt) science centers will 
excepts etive remark _* advise On significant health manpower policy issues, 
ifest ‘ 
“Ever since the Southern Regionat Educatin Bods. eb ib ree eee men cre 
constraints within which they must be answered. : 
began, 31 years _ Neaith professions education has ; ; : ; 
been one of the concerns of its studies, plans, and 7 If the issue is one fer which considerable research and 
: analysis Nave been done already ¥ time con-: 
projects. Because Rh professional schools are 
{ es straints are short, SREB wil! have capacity to 
peasive and difficult to staff, regional perspectiv 
regional sharing seem especially desirable. Many ~ gather the existing research, consolidate it into a con- 
SREB studies and reports have had significant.man- -—=»- #8. aflysis, and report it to policymakers, _ . 
power paticy implications — especially potictes retated + Hf it is @ policy iesue that has not been substantially / @ 
to the development of new schools to train more researched, SREB will contact some appropriate re- 
professionals. ‘ search progfam, most likely in ane of the region's a 
“Receotl, however, it is clear that many of re- - universities, and help that prograntebtain the funding - ee 
gion's health m&npoweys problems are not si mat- to carry aut the research and analysis. 
ters of supply. in the heath occupations, the supply is + SRE wil then have the capacity to prepare the 
' Nearly adequate, but the states stil have problems of © elec Ag beh 
Poor distribution, especially, to rural arags and to certain _ Of Consuftation activities for the states’ policymakers. 
specialty areas, poor utilization of manpower, low pro- : 
The reports of the Center will contain analysis of policy 
ductivity in some situations, and conflicting require 
Rave become more SREB has receved in- —_—=tions and point to desirable but they wil nit 
creasing | Of requests for information fhat might | , ’ 
help the: address them . ; any of its states. The Center will state ite findings but 
“The SREB. Center wil ditfer trom the typical heath. ll Not advooate any partiouier policy, ~ ook 
Oo te Neseopther abhor enpah barred bi ketaeh 1 The Center will address health manpower policies of ” 
- —.__ Sitheg in that tt wif be primarily a kind of Neer tooth aor avr! aaa, _partioutaitly + 
= Sasa aes Ces ca Goncein to all or several states, rather 
"university se The Conta however, poticies of primary concem to national or “ 
do sie poy an ital. Here's how R will work: heath policymakers.” _ ‘ . #4 : ' 
; . ’ 
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on , a position gf comparatively tow visibility (the state , _complighnients, of the American. ‘system. Among: the 


, tux data) There is Jittte general concern abdut pro- 
. ; - fessional edie: wticar costs because so iittle of the cost 
ee dy paid from any indiviAual's packet. Cubstituencies 


“high goala. which the nation _set.for itself jn. the 
1960s _noné has been met more cledrly than that.of 
_ aniversal access to quality health cara. The heahth — 


aa ‘Tor doing something about the.cost prahlem af not” proféssiones sghaats contributed. mightily to the. < 
2 going th be easily dev laped as foug as the cost bur- - achieviiment of this.goal; in large part,. re dante “a 
Tag t ay don isan widely distributed through the fax dollar as. to which I-heve pointed are the prodict of this sid: | _ 
il “itis How, Educationd} opportunity concerns can be. cess. Their vorrection will dot be easy. Buttorrective *. Sete 
nertiged through mechanisms other than a low tui. - actions peed oot de punjtive, and financiat crises i 
- fon policy For bofh strategic and equity reasons:. need not be thevitable, if problems are identified gnd)_'. 
oe _shites that wish to fickle the health professions edu- addressed with sufficienf lead time for their orderly. 
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